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This Online Appendix, available at http://home.wlu.edu/~grajzlp/ipsc-Online-Appendix.pdf, examines the robustness of our result discussed in Sections 5 and 6. We, first, illustrate that the estimates of the parameters in the Plaintiff Win equation, discussed in Section 5 and reported in the first two columns of Table 4 , are robust to alternative estimation strategies. Specifically, Table A1 shows that our results are robust to the use of Heckman's (1979) two-step method without any exclusion restrictions; in this case, the identification of parameters of the Plaintiff Win equation is based on the (non-linear) functional form stemming from the inclusion of the inverse Mills ratio among the regressors. Table A2 further shows that our results are robust to the use of Heckman's (1979) two-step method where Mediation is the only exclusion restrictions.
Second, we show how the estimates of the parameters in the Trial equation and the corresponding marginal effects, discussed in Section 6 and reported in the last two columns of Table 4 and in Table 5 , change if we use Heckman's (1979) two-step method with Mediation as the only exclusion restrictions. The comparison of results in Tables 4 and 5 with results in Tables   A2 and A3 demonstrates that dropping the proxy for parties' expectations about the trial outcome from the Trial equation renders the marginal effects associated with legal representation dummies statistically significant (see Table A3 ). This finding is consistent with the interpretation that a disputing party's choice to seek external legal representation by hiring an attorney or a law firm is conditional on the disputing party's expectation about the prospects of trial-based resolution. Thus, once we control for parties' expectation about trial outcome (see Table 4 ), attorney or law firm representation no longer affects the mode of case resolution (see Table 5 ). Third, to address the possible endogeneity of legal representation in the Plaintiff Win equation, we explore the sensitivity of our results to an instrumental variable approach. To this end, given the statistically indistinguishable effects of representation by attorney versus representation by law firm (see above), we first replace the four legal representation dummy variables reported in Tables 3-5 with two dummy variables: (i) Plaintiff Representation by Attorney or Law Firm and (ii) Defendant Representation by Attorney or Law Firm. Each of these variables takes on the value 1 if the relevant disputing party is represented either by an attorney or a law firm; and 0 otherwise. The reduction of four possibly endogenous legal representation dummies into two reduces the minimum number of required instruments. This is advantageous as the set of suitable candidate instrumental variables in our dataset is limited.
As an instrumental variable for a disputing party's legal representation by attorney or law firm, we use the party's average number of employees in the year prior to filing of the lawsuit.
Our rationale for the validity of this instrument is as follows. Holding all else equal, the larger the number of a disputing party's employees, the more likely it is that the disputing party houses its own legal division or personnel legally permitted to represent the party in court. In contrast, the smaller the number of a party's employees, the more likely it is that in the case of a dispute the party will seek legal representation externally, on the attorney market. At the same time, once controlling for a disputing parties' assets and profitability, case complexity, stakes, and court fixed effects, which inter alia control for any court-specific norms of adjudication, the average number of the disputing party's employees is, we argue, unlikely to directly affect the likelihood of plaintiff victory at trial.
Reporting of the average number of employees in the AJPES database is overall spottier than reporting of assets or profits. As a result, the size of our estimated sample of tried cases shrinks to 63 observations. Given the large number of covariates in our model, the associated number of degrees of freedom is very limited. Rather than restricting our analysis to the subsample in which our instruments are non-missing, which leads to efficiency losses, we follow Angrist et al. (2010) and Mogstad and Wiswall (2012: Sec. 3 .1) and use linear projection to form an instrument set that is defined for a larger sample of observations. Specifically, we replace a subset of the missing values for the average number of employees for each disputing party using fitted values from the linear regression of the party's average number of employees on all exogenous variables.
1 Under the assumption that the values of instruments are missing randomly, which applies well in our context, the resulting instrumental variables estimator is consistent (Mogstad and Wiswall 2012) . Results in column (2) are based on 2SLS estimation while correcting for the selection of tried cases using Heckman's (1979) two-step method. The qualitative pattern of results is identical to that displayed in the OLS column (1). The only statistically significant explanatory variables featured in column (2) are the dummy variable for defendant's representation by attorney or law firm (using a one-sided test of significance) and plaintiff's ROA. The signs of the coefficients on these variables match the signs of the corresponding coefficients in the OLS column (1). The implied magnitude of the effect of the defendant's representation by attorney or law firm, however, is larger in column (2), which suggests that addressing possible endogeneity of legal representation is quantitatively important. The first-stage results (Table A5 ) confirm our hypothesis: all else equal, the likelihood of a party's representation by attorney or law firm decreases with the party's average number of employees. The effect is highly significant in the case of defendant representation and marginally insignificant (using a one-sided test) in the case of plaintiff representation.
The coefficient on the inverse Mills ratio in column (2) is statistically highly insignificant (p-value equals 0.728). We thus fail to reject the null that that the error term in the Plaintiff Win equation is uncorrelated with the error term in the Trial equation. Column (3) presents results based on 2SLS estimation without correcting for sample selection. The resulting coefficient estimates and standard errors are very similar to those reported in column (2). In sum, while subject to the small sample the instrumental variable results with or without the sample selection correction resonate with the results discussed in Sections 5.1 and 5.2 of the paper. Heckman (1979) two-step estimation method. Total number of observations is 191 and the number of uncensored observations is 91. For both plaintiff's and defendant's legal form respectively, the omitted category is municipality. For both plaintiff's and defendant's legal representation respectively, the omitted category is self-represented or represented by a courtauthorized representative who is neither an attorney nor a law firm. Reported standard errors are heteroskedasticity-robust. *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. The reported p-values for the groups of fixed effects are for the Chi-Square test of joint significance. (1979) two-step estimation method. Total number of observations is 191 and the number of uncensored observations is 91. For both plaintiff's and defendant's legal form respectively, the omitted category is municipality. For both plaintiff's and defendant's legal representation respectively, the omitted category is self-represented or represented by a courtauthorized representative who is neither an attorney nor a law firm. Reported standard errors are heteroskedasticity-robust. *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. The reported p-values for the groups of fixed effects are for the Chi-Square test of joint significance. Table A2 . *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. (2) is based on 2SLS with Heckman (1979) sample selection correction (two-step method). Column (3) is based on 2SLS without sample correction. For the regressions in columns (2) and (3), the instruments for the variables Plaintiff Representation Attorney or Law Firm and Defendant Representation Attorney or Law Firm are Plaintiff Average Number of Employees and Defendant Average Number of Employees; results of the first-stage regressions for the regression in column (2) are presented in Table A5 . Results in column (2) use Mediation as the only exclusion restriction in implementing the Heckman (1979) two-step method (see Table A2 ). For regressions in columns (1) and (3), the number of observations equals 90. For regression in column (2), the number of uncensored observations equals 90. For both plaintiff's and defendant's legal representation respectively, the omitted category is self-represented or represented by a court-authorized representative who is neither an attorney nor a law firm. Reported standard errors are heteroskedasticity-robust. *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. † indicates significance at the 10% level for a one-sided test. The reported p-values for the groups of fixed effects are for either the F-test or the Chi-Square test of joint significance. Table A4 . Reported standard errors are heteroskedasticity-robust. *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. ‡: p-value for a one-sided test equals 0.136.
